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BEFORE THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE
Application for Approval of the Transfer of Control )
of XO Communications, Inc., Sole Shareholder of )
XO Tennessee, Inc. ) Docket No.
Pursuant to a Corporate Restructuring Involving the )
Issuance and Sale of New Common Stock " )

APPLICATION

XO Tennessee, Inc. (“XO Tennessee”) and its parent, XO Communications, Inc. (“X0O”
'and collectively with its subsidiary, the “Company”), by their attorneys, hereby respectfully
request authority from the Tennessee Regulatory Authority (“Authority”), pursuant to Tenn.
Code Ann § 65-4-113 to transfer ownership and control of XO, and thus its operating subsidiary,
from Craig O. McCaw' and the existing shareholders of XO to the shareholders of the
restructured and recapitalized XO, including Forstmann Little & Co. Equity Partnership-VII,
L.P., Forstmann Little & Co. Subordinated Debt and Equity Management Buyout Partnershipf
VIIL L.P. (together “Forstmann Little”) and an indirect, wholly owned subsidiary of Telefonos
de Mexico, S.A. de C.V. 2 (“Telmex” and together with Forstmann Little, the “Investors”).3

The attached Application and its contents are premised on the terms of a Stock Purchase

Agreement, dated January 15, 2002 (“Stock Purchase Agreement™) among XO, Forstmann Little,

7

Craig O. McCaw currently controls, primarily through control of Eagle River
Investments, L.L..C., or has rights to vote shares of common stock that in the aggregate
represent more than 50% of the voting power of XO common stock.

Through intermediate holding companies, Telmex owns 100% of the capital stock of
Teninver, S.A. de C.V., the Mexican entity through which Telmex proposes to make its
investment in XO. ‘

Applications related to this transaction were filed with the Federal Communications ‘
Commission on February 21, 2002.
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and Telmex. If the transaction is implemented in accordance with the terms of the Stock
Purchase Agreeﬁent, then the descriptions in this Application will hold. However, in li ght of the
Company’s ongoing negotiations with other parties regarding its restructuring, the terms
discussed herein are subject to change, and any material changes will be provided to the
Authority by amendment of this Application.

Upon completion of the transfer of control, each Investor is eipected to hold
approximately 40%* of XO’s voting power and have corresponding representation on XO’s
Board of Directors. It is not anticipated that any other shareholder will hold more than a 10%
interest in XO. This transfer of control will result from XO’s planned restructuri;lg involving the
modification of XO’s existing credit facility, the elimination of all equity and outstanding notes,
and the purchase of new common stock in XO by the Investors for $800 million.’ Importantly,

‘no new party will be able to unilaterally control XO after the transfer of control. The Investors
will hold their interests independently of one another and have no agreement to act in concert
with respect to the future operations of XO and its subsidiaries, except with respect to the
election of Diréctors, as set-forth below.

This Application is required because XO Tennessee is currently authorized to provide
local and interexchange services in Tennessee.® This Application does not seek to transfer any
operatiﬁg authority. Throughout the restructuring process and after the consummation of the

transactions described herein, the Company will continue to provide the same high quality

4 Negotiations with various parties in connection with the restructuring of XO are ongoing,

and may result in some adjustments to the ultimate equity holdings. Accordingly, the
anticipated equity interests of Forstmann Little and Telmex are approximations.

It is anticipated that additional new stock also will be issued to management of XO and
may be issued to certain other parties.

See Docket No. 98-02502, granted September 29, 1995.
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services as it always has in an uninterrupted manner. Upon completion of the proposed transfer
of control, the Company will continue to provide intrastate telecommunications services in ,
Tennessee under its same name and pursuant to its existing authorizations and tariffs.
Accordingly, the contemplated transaction will be transparent to customers in Tennessee. In
support of this Application, the parties provide the following information:

I. THE PARTIES TO THE TRANSACTION

The Company. XO Tennessee is a 100% wholly owned subsidiary of XO
COmIiiunications, Inc., a Delaware corporation (XOXO on the OTC-Bulletin Board). Both are
headquartered at 11111 Sunset Hills Road, Reston, Virginia 20190. Through its operating
subsidiaries, XO provides bundled local and léng distance as well as dedicated voice and data |
telecommunications services primarily to business customers. It has metro broadband fiber optic
networks in more than 60 cities in the United States, including in the top 30 cities, and serves 25
of the largest metropolitan areas in the United States. The Company also is one of the nation’s

largest holders of fixed wireless spectrum, covering 95% of the population of the 30 largest U.S.
cities, and has deployed fixed wireless technology in 27 of these markets.

XO is authorized, through its subsidiaries, to provide intrastate intersxchange services
virtually nationwide, including in Tennessee, and is authorized to provide local exchange
services in approximately 30 states, including Tennessee. The Company also offers domestic
and international telecoinmunications services pursuant to FCC Section 214 authorizations. The
Company’s international offering is incidental to its core domestic business.

XO currently is controlled by Craig O. McCaw thrciugh his ownership interest in Eagle
River Investments, L.L.C., through other direct and indirect holdings of XO securities and
pursuant to various voting eirrangements, the primary one being with shareholder Wendy P
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McCaw, his former spouse.7 Following the consummation of the contemplated transactions, it is
expected that, to the extent Mr. McCaw holds any equity interest in XO, such interest will
represent a very small percentage of its voting power (less than 10%), and Mr. McCaw will have
neither control of XO’S Board of Directors nor the right to elect any of its Directors.
Forstmann Little. Forstmann Little & Co. is a private equity firm formed in 1978.
Since its formation, Forstmann Little & Co., through several limited partnerships ultimately
controlleci by individual general partners®, has made 29 acquisitions and significant equity
investments, focusing on high growth, high quality companies.9 The address for Forstmann
Little & Co. and its affiliates is 767 Fifth Avenue, New York, New York 10153.
Included in these investments are existing investments in XO. Funds affiliated with
Forstmann Little & Co. have made equity investments in XO of $850 million in January 2000,
-$400 million in July 2000, and $250 million in the spring of 2001, which investments give the
funds the right to designate two directors. Under the cbntemplated restfucturing, these
-investments would be treated similarly to the other existing equity holders in XO.
In the instant transaction, Forstmann Little proposes to invest an additional $400 million
in the restructured XO. The two Forstmann Little & Co. affiliates making the new investment in

XO are also limited partnerships. Forstmann Little & Co. Equity Partnership-VII, L.P. is a

Mr. McCaw holds a proxy to vote the nlimber of shares of XO stock held by Mrs.
McCaw necessary for Mr. McCaw to hold 51% of the voting power of XO.

Over time, the individual general partners have changed to some degree.

? These companies include McLeodUSA, Incorporated (NASDAQ:MCLD) (“McLeod”), a
facilities-based competitive local exchange carrier providing integrated communications
services in approximately 28 states. An investor in McLeod since September 1999, funds
affiliated with Forstmann Little recently have invested $175 million in the Company in
conjunction with a financial restructuring. Funds affiliated with Forstmann Little now
are McLeod’s largest shareholder with a 58% share of McLeod’s voting stock.

i
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Delaware limited partnership, and its general partner is FL.C XXXII Partnership, L.P., a New
York limited partnership. Fbrstmann Little & Co. Subordinated Debt and Equity Mahagement
Buyout Partnership-VIII, L.P. also is a Delaware limited partnerslﬂﬁ, and its general partner is
FLC XXXIII Partnership, L.P., a New York limited partnership. The general partners of both of
those general partner entities are: Theodore J. Forstmann, Sandra J. Horbach, Winston W.
Hutchins, Thomas H. Lister, Jamie C. Nicholls, and Gordon A. Holmes. The limited partners of
Forstmann Little & Co. Equity Partnership-VIL, L.P. are comprised primarily of institutional
investors, with some individual investors, while the limited partners of Forstmann Little & Co.
Subordinated Debt and Equity Management Buyout Partnership—VIII, L.P. are comprised of
various institutional investors.

Telmex. Telefonos de Mexico, S.A. de C.V. WYSE:TMX; NASDAQ:TFONY), a
~ Mexican corporation, provides telecommunications services in Mexico. Telmex has more than
13 million telephone lines in service, 1.43 million line equivalents for data transmission and
" more than 845,000 Internet accounts.'® Telmex and its subsidiaries offer a wide range of
advanced telecommunications, data ‘and video services, Internet as well as integfated
telecommunications solutions for corporate customers through an extensive fiber optic digital
network. Telmex’s address is Parque Via 190, Colonia Cuauhtemoc, 06599 Mexico, D.F.
Privatized in 1990, Telmex has ‘no state ownership. Telmex is controlled by Carso Global

Telecom, S.A. de C.V., a Mexican holding company. For additional information about Telmex,

10 Telmex owns Controladora de Servicios de Telecomunicaciones, S.A. de C.V., which, in

turn, owns Teninver, the Mexican entity through which Telmex proposes to make its
investment in XO.
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please

see its website at www.telmex.com.!! Tn the instant transaction, Telmex proposes to

invest $400 million in the restructured XO.

II.

'DESIGNATED CONTACTS

The designated contacts for questions concerning this Application are:

For XO:

Nicholaus G. Leverett

Melissa S. Conway

KELLEY, DRYE & WARREN, LLP
1200 19" Street, N.W.

Suite 500

Washington, D.C. 20036
Telephone: (202) 887-1212

Fax: (202) 955-9792

Henry Walker

BouLT, CUMMINGS, CONNERS & BERRY, PLC
414 Union Street, Suite 1600

P.O. Box 198062

Nashville, Tennessee 37219

Telephone (615) 252-2363

Fax (615) 252-6363

Copies of any correspondence relating to the Company also should be sent to its

following designated representative:

11
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America Movil, S.A. de C.V., a Mexican corporation under common ownership and
control with Telmex, indirectly holds an approximate 25% (up to 45% if certain
outstanding warrants are exercised) ownership interest in ARBROS Communications,
Inc. and ARBROS’s utility subsidiaries, including Comm South Companies, Inc., a
prepaid local wireline service provider that is certificated in various states. Other
subsidiaries of ARBROS provide voice, data and enhanced services to small and

medium-sized business customers primarily in the eastern U.S.
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Cathleen A. Massey

Vice President — External Affairs/Assistant General Counsel
X0 COMMUNICATIONS, INC.

1730 Rhode Island Avenue, NW, Suite 1000

Washington, D.C. 20036

Telephone: (202) 721-0983

Fax: (202) 721-0995

Email: cathy.massey@xo.com

III.  DESCRIPTION OF THE TRANSACTION
Pursuant to the Stock Purchase Agreement XO will, among other things, issue new

common shares to the Investors, each of whom will pay $400 million in cash for the shares, for a

total aggregate investment in XO of $800 million.'? Specifically, the Stock Purchase Agreement

contemplates that Forstmann Little will purchase 79,999,998 shares of Class A Common Stock,
par value $0.01 per share, of XO and two (2) shares of a newly created class of Class D Common
Stock, par value $0.01 per share of XO."® The Forstmann Little shares in the aggrégate are
expected to equal approximately 40% of the total outstanding equity securities of XO,4 Telmex

is purchasing 80,000,000 shares of a newly created class of Class C Common Stock, par value

12 A synopsis of the Stock Purchase Agreement and related documents

13D/A filed by Forstmann Little on January 22, 2002 is attached as Exhibit 1 hereto. A

copy of the complete Stock Purchase Agreement is attached to the same SEC form or
may be obtained from undersigned counsel.

from the SEC Form

13 Forstmann Little & Co. Equity Partnership-VII, L.P. is purchasing 49,999,999 shares of -
Class A Common Stock and one (1) share of Class D Common Stock, for an aggregate of
$250 million, which is expected to equal approximately 25% of the total outstanding
equity securities of XO. Forstmann Little & Co. Subordinated Debt & Equity

Management Buyout Partnership-VIIL, L.P. is purchasing 29,999,999 shares of Class A

Common Stock and one (1) share of Class D Common Stock, for an aggregate of $150

million, which is expected to equal approximately 15% of the total outstanding equity
securities of XO. Final percentages may differ.
14

Under the contemplated restructuring, Forstmann Little’s existing investments in XO
would be treated similarly to the other existing equity holders in XO.
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$0.01 per share, of XO. The Telmex shares in the aggregate are expected to equal approximately

40% of the total outstanding equity securities of X0.!’

shares to the Investors will occur at the closing of the contemplated transactions. Closing is
subject to the satisfaction or waiver of certain conditions set forth in the Stock Purchase

Agreement, including the restructuring of XO as discussed below and the receipt of certain

- regulatory approvals.

The restructuring contemplates the completion of transactions that would result in XO
having no more than $1 billion of outstanding senior secured debt in addition to other existing

capital lease and secured obligations, and equity consisting of each Investor’s 40% common

stock interest with the remaining 20% divided between management gapproximately 2%) and

other holders (18%).
In February of 2002, the Company and a committee of lending institutions reached a
tentative understanding regarding the treatment of the company’s borrowings pursuant to its

credit facility. The tentative understanding provided that the $1 billion of principal owed to the

lending institutions would remain outstanding, but the scheduled maturity dates would be

extended by three years. In addition, modifications will be made to certain financial and

negative covenants to which XO is subject and certain other minor amendments to the credit

facility will be made. In light of the ongoing negotiations regarding XO’s restructuring, this

15

Exhibit 2 is a diagram of the ownership of XO before and after the transaction described
herein. :
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tentative understanding is subject to further consideration. The process of restructuring may
include a reorganization of XO’s finances through a Chapter 11 proceeding.'S
Ink addition to the Investors’ acquisition of a stock interest in ‘XO,’ upon the closing of the

transactions contemplated by the Stock Purchase Agreement, pufsuant to the amended and
restated certificate of incorporation, restated bylaws and the Stockholders Agreement, Forstmann
Little and Telmex also will be able to designate persons to the XO Board of Directors
proportionate to their equity interests so long as they hold more than 10% of XO’s common
stock.!” However, other than with respect to the election of each other’s Directors as described
below, there is no agreement between the Investors to vote their shares together, and neither

Investor has the right to unilaterally control the day-to-day operations of the Company.

16 XO expects that it will file for bankruptcy under Chapter 11 of the Bankruptcy Code in

order to effectuate the restructuring. Should XO file for bankruptcy, XO will at that time
make any necessary filing to amend this Application.

The holders of both Class C and Class D common stock, voting as separate classes, must
approve any merger, consolidation, reorganization or recapitalization of XO or any sale
of all or a substantial portion of the assets of XO and its subsidiaries. In addition, until
Telmex elects to name affiliated persons to the Board, as discussed below the Class C
Common Stock must vote as a separate class before the Company may: acquire, by
merger, purchase or otherwise, any equity interest in or assets of any other person with a
value greater than 20% of XO’s net assets; authorize for issuance or issue any equity
securities or derivative securities with a value in excess of $100 million; incur
indebtedness for borrowed money in excess of $100 million in aggregate principal
amount; or amend its certificate of incorporation or bylaws. The Class C and Class D
Common Stock automatically convert into Class A Common (resulting in the termination
of these special class rights) on the earlier of the date when the Class C common stock

represents less than 10% of the total common shares or the fourth anniversary of the
closing of the proposed transaction. - ‘

17
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There will be a twelve (12) person Board which will include the CEO of X0, an
independent director acceptable to both Investors,'® and five (5) individuals designated by each
Investor. Until Telmex determines that certain évents have occurred, the Telmex designees will
be individuals who are independent of, and not affiliated with, either Telmex or XO. In future
elections, Forstmann Little and Telmex will be able to designate directors proportionate to their
then-current equity interests. Certain actions coming before the Board will require the approval
of at least one director appointed by each of Forstmann Little and Telmex. Thesg proposed
actions include amending the certificate of incorporation or bylaws of XO, transactions with
other than Wholly owned affiliatés or “insiders,” filing for bankruptcy, adopting anti—takeoyer
provisions or issuing preferred stock.

The Board will have a five (5) member Executive Committee having the responsibility
for the strategic direction of the Company, which shall be comprised of XO’s CEO and four
board members appointed by the Investors. Initially, the approval of three-fifths of the Executive

Committee members will be required for the Company to undertake certain significant actions.

18 After completion of their terms on the initial Board, the seats held by the CEO and

independent director will be selected by majority vote.
19 A super-majority vote will be required for XO to:
Adopt or modify the business plan; acquire any equity interest in or assets of any other
person with a value greater than $100 million; issue any equity securities with a value in
excess of $100 million; purchase any shares of its capital stock; pay any dividends or
distributions in respect of its capital stock; retire or change any material term of
outstanding long-term debt; incur indebtedness in excess of $100 million; make any
material change in its accounting principles or change XO’s outside auditors; and appoint
or terminate or modify the terms of the employment of any member of XO’s senior
management.

Initially, three of the Forstmann Little Directors and one independent Telmex director
shall serve on the Executive Committee along with XO’s CEO. But when Telmex elects
to designate persons affiliated with it to serve as Directors, the Executive Committee will
be comprised of XO’s CEO and two Board members designated by each of Telmex and

' / . . . continued
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If an action requiring a super-majority is not approved; however, any membef of the Executive

Committee may take the matter before the entire Board of Directors where it would be decided
by majority vote. As the ultimate power to approve these actioﬁs resides in the Board of
Directors, the Executive Committee cannot itself block XO from taking these actions. Even
actions approved by the Executive Committee, moreover, may also be subject to any approval
normally required by the full Board of Directors,

Neither Investor will be directly involved in the day-to-day operations of XO. XO

currently plans to retain its current management team and will continue’to rely on its experienced
professionals. It is thus not contemplated that there will be significant changes in XO’

S current

management occasioned by this investment or the restructuring, and the current senior

management is expected to continue to oversee the day?to—day operations of its operating

subsidiaries. Of course, over time there may be management changes as deemed appropriate by

the Board of Directors.
IV.  PUBLIC INTEREST ANALYSIS
Approving the transfer of control of XO is in the public interest. After the consummation
of the transaction described herein, the Company will continue to operate under its same names
and operating authorities as at present. This transaction does not involve any transfer of
authorizations or change in carriers providing service to customers or any change in the rates,
terms or conditions of service. The Company’s management and the contact for customer and

Authority inquiries will remain the same for the operating subsidiaries of XO after the transfer of

control:

Forstmann Little. At that time, thes

¢ actions will be by a two-thirds rather than three-
fifths vote.
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Cathleen A. Massey

Vice President — External Affairs/Assistant General Counsel
XO COMMUNICATIONS Inc.

1730 Rhode Island Avenue N W, Suite 1000

Washington, D.C. 20036

Telephone: (202) 721-0983

Fax: (202) 721-0995

Email: cathy.massey@xo.com

Thus, the transfer of control Qf XO will be transparent to customers and will not have any
adverse impact on them. The only change is in the ultimate ownership of the Cempany.

In brief, the propbsed investment is necessary for XO to survive in the
telecommunications market. XO and other emerging telecommunications companies have
suffered over the past year amid the downturn in the technology and communications markets,
slowing demand, and a marked tightening of capital markets as investors shied away from
funding enterprises that were not generating net ’profits or had unfunded business plans. XO’s
results of operations have remained relatively strong. However, XO has not had access to the
capital markets to address its funding needs and XO’s business plan 1s not fully funded.

Therefore without the new investment and balance sheet restructuring, XO’s financial stability
could be significantly compromised. At that point, services to consumers in Tennessee would be

adversely affected.

The proposed infusion of capitai by Forstmann Little and Telmex will allow XO to build

upon its solid foundation with a strengthened balance sheet and is projected to result in a fully

funded business plan. Specifically, XO expects to have sufficient funds and cash generated in

operations to pay for operating expenses through the time at which the business is cash-flow

positive.
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Thus, the proposed investment serves the public interest because it will strengthen XO
and is expected to enable it to meet its contractual and service obligations over the longer term.
The simple fact is that, without additional funding, XO may be forced to decrease services and
investment, and perhaps cease operations altogether. By contrast, the proposed transaction
should enable XO to continue investing in the expansion of its network and providing high
quality local, long distance, and broadband services to its customer base.

WHEREFORE, XO Tennessee, Inc. and its parent, XO Communications, Inc.,
respestfully request that the Authority approve the transfer of contro] of XO and its subsidiaries
as described herein, and grant such other and further relief as it deems necessary to carry out the
transactions described above. Because the continued operation and success of XO depends on

the consummation of the investment described herein and the related restructuring, it is

respectfully requested that the Authority act on this application as expeditiously as possible.

N\

Respéthully submitted, -

XO TENNESSEE, INC. AND XO
COMMUNICATIONS, INC.

By:A@{‘MQ MM%&GWM i

Brad E. Mutschelknaus 3,7 T
James J. Freeman

Melissa S. Conway

Nicholaus G. Leverett

KELLEY DRYE & WARREN LLP

1200 19" Street, N.W.

Suite 500

Washington, D.C. 20036

(202) 955-9600

Its Attorneys
Dated: May 8, 2002
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Dated: May 8, 2002
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Henry Walker,

BouLrt, C GS, CONNERS & BERRY,
Prc

414 Union Street, Suite 1600
P.O. Box 198062

Nashville, Tennessee 37219
Telephone (615) 252-2363
Fax (615) 252-6363

Attorneys for XO Tennessee, Inc.



EXHIBIT 1

Synopsis of Stock Purchase Agreement
and Related Documents from SEC Form 13D/A
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condicion prectdent to che Clesing. The Company may comodt up o0
5200,000,000 is ssnnsction wigh che Restruccering.

Tf & Dameruptéy <kie i5 commenced tp effeck the new
capitalizatien, tha Scodk Puschase Agreemant provides thal the Campany
ghall use it3 reasonable best elforks £o ansure that the conflrmakion order
granted im eonnection thezewith shell selease the Investars and their
cespeccive affiliates asd repressacatives from any ligigatisn ralated to
the Company, ira besiness, Lte governance, its sgourities disdlasuke
pracciees, the puvehass of sny of ibts securities and the investment and
Restpuocuring Tgamsastions ssatemplated by whe Skock Purzchase Agreemesnt.

Fepreseafations and Wargantles. The Stock Puzehaze AJEEEment
containd geveral representatiens and warranties of the Company to the
Investwss. Thess zepoéssntations and warranties, mozt of which are made ac
che cime of esscusisn 9f the agreement and at Glesing, address, among other
chings, the followlng mateecs; (i) the Company's capitalizatiany (i1} the
tompany’s filings uieh Lhe Uniced States Securities and Exchange
Commifsien; [Lii) che Company's Fimamrial statemencs: (ivy the akbsenre af
cercain undis=loged material =hangesr {v! licigacise relating ko the
Compasy, lC5 assets and the bransasclons centemglated by the Stock Purchase
Agreement; {(vi) Ene Company’§ nebwork facilities: (vily the Company's
cagulatory campliance: (will] fes commbemantas and (ix) sevecal other

wateers pelating & e Cerpany's businosxs, operation: and complisnce wikh
laws and agsedAsscs,

Closipy Conditicas. The Stock Puzchase Agreement provides kkak
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LranIagiions contenplaced by the agresman: aze subject bO ghz sarisfaziion
o= waiver by such party of sevaral conditions. These canditions include,
without limitacien, the following: [1] that the repsesentations #ad
watranties of the Company shall be trus and correct as of the time eagh is
cads; (i3 thac the Company and the Investors have egxacered, filed oF
adppred the Srocknplders AgEsement, 2 registration rights agresmeik
syhsbantially in the forp attached hereto s Exhibit 24 (che "Ragiscratisn
Hights Agresment”], The praposed Amended and Restated certifirate of
insarporatian and the Hestpred Bylaws! [iii) thak etrez giving sffecc To
the issusnce of the New Cozmop Shares pirsuant to che Tesms of the Skock
pyrchass Agrasmenc, whé complate capifal stracture of vhe Corpany shall be
the nev capitalization effected by tha Hestructurings {ivl the ansence of
ligigation ipstituted zgainst the Company pr for which the Company would
nave obligations &0 ipdaznify amy parson which would be reasonably Likely
en result in @ marerigl zdverse sffect on the business, eperations, agsets,
finansial condition, prospects, or results of operakions of the Gempeny and
jrs subsidiazies L.g. taken &5 & whole {2 ruatarial Rdversa Effect”)s (V)
that cezhaln seniax managadent pesicions At the Company shall bz held
sither by the persun who held such position on the date of the Scock

- Purchase AgEeensnt or anakhsal parson accepkakble T2 eagh Invesror; (vl} that
chew®e zhall not have peouzTed any evenc, ciEcunskanae, condition, fact,
sffagk or SLhew nakter gince the evecution of the seack Purchase Agreenent
which, individuglly or in the aggzegate, Das had &% would raiRenably be
expected to have & sacerial Agwerps Effect or & mareriel advezse effesb
upen the ghilicy of the Campany ko perform any material obligation undez
the agreemsnt 9T LR sansummare thé cransackions contseplated by the
agreemeasi (vii} thet the Company and the Invesuecs neve sbrained all
paterial regulatory approvals, insieding withewt 1imitagion, the sansent of
rhe United Scates Federal cozmunlpations Gopmission, and compesition
appravals) apd (wiil) thst any and gll licigatiom pending or rrzgarened
ggaipst che OSRpanY. the Investors of their reprazentailives or affiliaces
relgtad ca the Coppiny. its pusiness, iS5 gOVeInRance, its sepurikcjes
regulatozy disclosure praseices, the purchage or sale ol any af the
Company's gguity o de4: securities, the ifvesiment o the Bescructuring,
shall have been zesalved in a manner that is satisfesctory wO gach Investor
in irzs sole discrecion {other than Qrdinary Course Licigation (as defingd
thereintl -

Covanants. The Stock Puzghase Agzeenent provides that during ths
incezin period bacwaen tha execution of the 5tock Puzdhase hgreement and
rha Closing, thke Compaxy will conduck its Business in the g=dinary seurse
and will Bot cake certain specified actisns withaup the prier writken
coagent @f the Imvesgoxd, proept A% coazemalatad by the Srock Purchase
hgressent, Such prohibited astians jneluse. wikhout limltation: (i) the
incerrance of asdicignal indsbredness (subject Lo certein sxceprions); (il
changes to any of the Compaay's methods 8¢ acgounting or accednting
praciices: (LI) tra rapurchase oT redamprion of thy Company’s eguicy
securities f(sehject kKO cermain excephionsiy v} che issuance of additional
eguity segucicies (subject €0 ceThAER prcentionsls {vi Ghe daclaration of
any dividends; (vi} the redemption or defeasance pf any of the Sompany's
putstaading publicly=tgedad debk secuzities ar ether indebtedasss: fwiil
the azendment of the Camgany's rercifigate of incorporation o2 bylaws:
viii} any actions Teasonably likely %o result in the bzaagh of any of the
Company' s represgntacions and warranties made in tha Suock Furchase
Rgressent or ER= failuge co sakisfy any of the conditigns precedent to
Closing; (ix) 2ctions adversely affecting the Comaany's ipsurance coverages
() marerial increases in ©he compensacion or banelfics of the Conpany's
erployees (EXERPT for certain permitred paymants undes cezrtain boous and
resention banus plangl;s and (xl) the sale, leasa or orhes dispesitlon any
gf the Company's marsrial essels [subject to certain excspilons].

The Srack Pu-chase Ajreemént provides thet the Company muskt keep
the Investors informed regarding the recgipt of sertaln proposals or offers
far significant transactions oFf the pegotiatinons in conneckisn cherewith.
The Stogk Purchase Agreenent provides that the Cempany maar zauee each of
its executive officers and dlpscrers, and use its reasonabla best efforcs
£9 cause sach molder of five pergsnt pr mpre of its comaun stock, AL TO
sell any of their eguley securities Fer six months aad oae yeaZ,
respectively, frap the Clasing. The scack Durcchease Agreement alzo providas
that sme Company and fhe Iovestors will coppErate in several respeghbs and
nse pheir reasspnable best effarts Lo satisty the conditions precedent to

the consummation of the purchase of Lhe New Torstnahn Little Shares and the
tlaw Talmex Sharss,

The srock Puschasa Agreamant Furcher provides that the Company
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and ERe Investors will use their repsoniile bast effores to pavire the
episzting documentasion and agregienis, ircluding the Stock Purchasze
Agreenant and the exhibles thersea: {i1) to the extept NECESFAZY %o
ponsunmate the rransactlons copremplated by the Stock Pucchase Agrasmeny if
Telpey's cuzrent investment would b2 ualikely to zesylt in regulacory
approval of the transactioa; {il) if eiszhaz Invester shall have assdmed the
rignts of The other InvesTarn uider the Stock Purchase Agreement; and (1ii)
ko define the relative rights and preferences of £ to-ba-dstermined claas
of the Company’ s commos srock Ehat may ba issued to certain members of the
manadement af the Company.

Terminatlon. The $cock Puzchase Agreassnt providss that each
Investar has the right to tesminate the sgrasment upen certain events,
including without limitazion: (i} L1f tne parties aze unahle to shiain tha
mecessary regulabory COnNSELLE znd other zpprovals by certaih dazdlines;
{ily if rhe Campany has braached gny of its represencations 8T warrankies
and such breach shall have a Matezial Rsdiverse Effect; {iil) if amy Eack,
aircumstance or @bher macker has oocurksd or exises which would or would
reascnaBly be likely to give rise to thz fallurs of any of rhe condivions
precedent to rhe obligations of gach Invasker o consummate the
gransactions contesplaced by Ehz Brpck Fupchase Ageegn=at and such tack,
clrcumstasce e GEher mathel canmob ba gured wirhin tweacy daysr (iv) if
thé Company has not Laken cerkain aztions in the baakrupkdy oourt To have
certain £eSs, expanEes and paymenLs appzeved by the harXtupktey court; and
[v} if the other Investor has termingted the Stegk Puschase Rgresment. In
mest instances, if elther Invastar ghall terminete Che Scegk Purchasze
agrsgment in acoosdance with its rights of cerminatien Ehereundsr, the
non-terminating Imvestor mey assyme tha zights and obligacions of the
twsminaring InNVesCLOE.

The Srepk Porchase Agzesmenh poovides ghat the Company has the
right to rerpinate che agresnent wpon cerkain events, including without
Iimiration: (L) if tha board of divectecs degms Lt necessary to accepht A
slrernative preposal yeceived by the Compaay; (il) if elrher Investor
rerpinates the agresment &nd the noa-seccimating Investor does AOT Assuna
suck rerminaging Investar's righea and cbligasigns vader the Stock Purchase
moreemank; (Lil) i[ che Clesing Shall pos have occu-red by ceztain
dHagdlines; t(iw) if elthez Investor has peached any 6L its represgntacions
or Yarranties in any meterial respacts gmd {v) if eay fact, elrcunstance o
orher matter has oceareed oz exists which would o= woeld reasonably be
1ikely %o give rise to the railure of any of che cenditions precedeat to
the gbligatiens of the Compeny o COARL=—ate the Eransacciong goncenplazed
by the Stock Purchase Agreemani and 5wk lach, @ircuzghante ar other mafbes
cannat be cured wibhin cweaty days.

Breck-Up Payment, I the Dempady proposss to termlnate whe Boogck
pPurchase hgresment Lo accept an eleprnative progossl received by the
Company, each Invastor will be pntirled to remeive 2 break-up payment fxo=
the Company equal £o one parcenl ol the irplied, pre-money enterprise value
of che Company, which shall be degerminzd using asgounting mechesds and
principles and valuatien meéthodalogy et forth is 2 schedyle ko the Stock
pPurchase Agresment.

Expense Heinbursement. The stack Purchase Agcesment provides Lhat
the fompany will reimburse the Investors for wheirc Eeasonable,
out-of-pocket, documented cost® and expansed incuzred in gennestion with
the Szogk Purchase Agreament kad the traszactions contepplated thezeby Up
Lo §534,000,000. Ray and all expenscs {irgluding, without limirakien, legal
fems) incurced by the Invesiors in enfozcing any provisien of Ehe Stock
purchase Rgresment of eny other transe-tion document contemplated thereby
shall not bBe subpjest ca Such meximuih reizbursecent amaupk.

Az gescribed above, the gbligaktion ef gach Investor te camplete
the cransactions contemplared by the 5tock Fuschase hgreement are subject
to the satisfaction oz waiver by such Investay, at o= prisr ca the Llesing,
aof & purber of eondizions including, without limitatisn, the epecdtion aad
delivery by the Company and each of the Invesgors of the Stockholdecs
Agregmeat, the Filing by the Compahy wizh The Secrevary of scare mf the
Szate of Delaware of the pxnendsd and pescated Certificata of Ineorporation,

and che adsption by the board of diractars of the Cozpany of the Restated
Bylaws.

scockhsldaes Agrescent, Restated Bylaws gad
Amended and Besgated Cerrificate of Incorporation
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Elegcian of Direztors. The Suoozholdars Agzeenent, a form of
which ix atreghed herece as Esaibic 23, end tne Restated Bylaws, a form of
which L5 akrached heeets as zxhibic 2§, provide that, following the Closing
and prinz to the Boazd Beprassncatieon Qate {defined belpwl, the number of
directors on the basrd of gizestors af rhe Compaay shall be fixed at twslve
and, At and zfrer the Beard mspresencacion Date, the board of direcrors may
pe =xpanded to include such Mimber of diredSoEs A= are required BY any
stock exchangs oF guacabio: system oo which tha Company's common sSkomk is
guazed vy Liscted. The Stackholders Agresmeat contemplotes thac the initial
noasd af directors will ipcleds thase ¢sslgneas appoinied ur nominated by
che Tmvestors =% described Belsw, the Cnief Exssubive oificer of the
Company and such number o gzher indespendsat dizectors as shall be paguized
by eny sLeck Exchange or guatatian system an which the Company's common
stock Ls guoced oy listed ani which independsns directors shall bz approved
by =ash of the InvesLOors. ~ns perm "Boazd Bepreszntartisn Date” means the
earligr of; (i} che first dete gn vhich the beaxd 6f directors nas received
woitran porice from Telmsx that Telmex desires Lo designare dirggtors To
the boa~d pursuznt Ba che Szackholdéss roreement, and Telpex has determinad .
in good faich, afner conscitzsian wich lts legal esunsel, which counsel
shall bz am putsides law fire of national repuitztion, that onge or more
direcbozs, officers eor employees of Tel-sx or & subsidiary of Telmex can
hatsms direccoss withour violaring Section B of che Cleyton Antitrust Aot
a4 1814, a5 asemded; end (il) the firsc date wpen which any director,
sfficer or exzloyea of Telmey or a subsidiary ol Teloex is elecred ox
appoinzed as a diracror of the Company.

Tha Ssackholdars Ao-esment 2nd Restased Bylaws provide thak,
£nllowing vhe Clasing and pricz to the Board Represantation Date, 5o leng '
as the FL Tmvescors beaaficially own sharses of Company commem BLeck
pepressacing a1 least 10% af che gutstanding shares of Company comman
stock, the FL Iovedcors shell have Ehe righc to appalnt or noninate to the
board of girszters of the Compfay the numbzz of aireccors equal to the sum
o= [A) i) a fractien ir walch the numasetor is the catal npmber of
cutazanding sha-es of Compeny comnen stofk bemefieially owned by the FL
Investozs, asd che gangmi-arsr is che gogal nurNer af shares of Company
common stufk ortskapding, multiplied by (i) the vacal npmhar of directors
on the boazd of diractozs, racaded up =0 the nearesc whols Aumber. plus {B}
(i} a Eraction ir which thz nulerates i3 the ratal number of outstanding
shares of Cosasny cosmen E:s22 beneficlally owned by Telmex, and the
desmo=inatosr is the gotal momnasr gf ghares S COnpany CORMDON ETOGK
pusstasding mulnipliad By (iiy the to@al number ol directacs on £he board
ps directors, pounded up to Cha nearsst whole Rurkisr. Notwichstanding the
foresoing, The Stockhelders Azrpsenent provides chab the i Investors shall,
ip eponeacion with surh aEEsintment or neminacion, include axong ius
@ppoiniess or namineas, if so requesied By Telrsx By written parification,
Lp Te that mwsher, roundzs up bp the n8xl whole nu=hzr, 8f individual=
cominared By Talsex [che "Teleex Indepandsnt Dasigae=2s™), wha are
indeperdant of, and ner affiliated with, sithar Telrax oz the Company.
#3ual to che oroduse of (i) the total pumber of divectecs on the boacd
ruleiplied by (ii) a fracties in which che numerafsdy is the rotal number of
guzskanding Bhares of Commany Common 3tock hensficially awned by Telmex,
and the demomindter is the total number of shares of Company common Stock
puistanding: previded thaz che touel pumbey of Telmex Independent Deslgness
may at no Lize gwgeed the m—Ber of clrectors on the board of directors
appointed of nominated by the FL InvesroIs {exeluding Telmex Independent
Degignees), A the Beard Repressntacion Pare, the Telmex Independent
Designaas shell resign from the board of directors and shall be replaced by
direccass pominsced nr appeicted By Telmex pursuant to the following
paragragh.

The Stocknoldars Agzesment and Restated Bylaws provide Lthat at
znd afrer the Board Pap-esentation Date, 5o long as an IRvestar
bensfigially awn shares of Company coxmaon skeck repcesencing ab least 10%
of the ¢ursianding ghazes of Company common stock, such Invesktor shall have
the right co appgint of rominate c@ the board of directors such pumber of
direstavs, roundsd vo tu the next whsle number, equal to the peoduct of (i)
n fpaccion in which mas pumsxatsr: is the total nusber of outstanding shazes
of Cocpany co—=on 8tock owied by =mush Investor, and the deneminacor is The
totel number of sharss of Company CoRmon stock gubstanding, multiplied by
{ii} the toral nurher of directers on the board of direcvers. The
Sros=kholdezs Agreement fusthsy providess that, both bafere and after kthe
BEoard Reprasestation Date, the FL Investors and Telmex will vote theiz
respestive shares of Compiay common szock for the elegtion of the nominess
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af the sThay INVESLOr To NS hoard of diractdrs of che Cangpany.

Guprum Requitemants. The Stockholders Agresment and the Amended

~d pastated Ceckificate of Incorporatish further peevide that, during such
cime &5 the FL Inwvestors bensficially awn shares of Compzny comman Sheck
pepresenting &t least 10% of the sutscanding shares of Company &ommon
stock, Eha board of dirackszrs may not cake any Action unless 2 quozum
caasizting of at least ong dastgnes of the FL Investors is present, and
duzping such Lime asg Telhex beneEicially owns shares of Company COmmOnR stack
representing at least 10t nf the purscanding shares of Company commdh
sco=k, the board of directors may not cake any action unless a querum
consisting of at least gne Telmsx dasignee {which, prisr ro tha Board
Rupresentatign Date, shall be a Telmex Imdspendent Designee, to the exieat
a Telpax Independant Designee has bean designated puesuant to the
srockholders Agreemsnt) is pressnt.

Hom-Veting Observer and Coasultarlon Rights. In addition to its
right o designate dizecboszs [ar prisz to the Boaxd Representatian Date,
Telmex Indspendent DEsignees) to the buazd of directers of the Company. the

cocknolders Agressent provides Ehak, prior to the Board Representakbian

- Bake and so long &% Telmex bensficially awns sharas of Company CORMST Stock

reprasenting 10% or meré a2 the oubs:tandimg sharas of Campany common stock,
Taluex shall bave the zight to desigaaze up Eo kwo nan-voting sbserwars o
~he hoard of direceers which observers shall have dccess ta cercain
ipformaticn conesrning the business and oegerations of bhe Coppany and shall
bz estirled to attend all regular and apecial meecings of the bozrd of

irarvers, and any meecing of any csmmittes theraef, poc shall not have any
right Lo vote at such meerings. Mareover, prior ta Che Boeard Reorezentation
oare, The FL Investors ahall congult wich resressntatives of Telmex at
tgast monetly and, to the extenc cemsisteat with applicable law, shall
ghave irfsrmatlon wimh Telmex regawding the businzss, finances and
orospects of ths Coxpany.

Comaitteet, The Scgckholders Agresment and ths Regtated Bylaws
provide that, supjast To ceztain condivions and exceptions, so lopg as 2n
Invetter heneficially awns shares of Company cpmaon stock representlng at
1aasc 10% of the outskanding shares of Company Comugn grogk, each Investor
shall hawe the right to have af least ona of tes dirervor designees (which,
im the gass of Telmsr, prio- te the Beard Repoesentakion Date, shall bg a
felpex Indepandank Designes, Lo The gxtent & Teimsx Indspendenk De3lgnee
b2z bman designeted purtuani to the Scaskholdsys Rycesment) =it &n sach
commiznges of the board of direczors. The Stockholders Agreedent and the
r—endac and Bascated Certificace of Incorporation furthez provide for the
gsreation of a filve-marber evamurive conmittes [rka "Executive Committes™),
which shall include the Chief Executive prfieer of the Company. Frior Lo
the Board Representatison Dace, the FL Invescors shall have the eighk to
mave (i) three of their director dasigaess on the Executive Comaitcee so
lony a5 the FL Iavestars bangliigially owWwn shages of Company compop sfock
represencing 15% or mere of the ourscending shazes of Company pommanh stock
end [1i) two of their director designées on the Execucive Committes =0 loag
ax the FL Investors beneficially own sharas of Company cemman stock
repres=ating abt least 10t of che ourstanding shares sl Company commesa 3Lock
Buc less than 15% of the sutscanding shares of Cocpany comasn SLock. peiar
to rhe Board mepresentatien Date, Telmex ghall have the right te have one
felmer Independent Pesignee on che Exsoubive Committee 50 long as Telmex
baneficially owns shares of Company S8rmon stock Ieprefspiing At least 10%
of the oucstanding shares of Company comman stock. Afeer the Board
Fepresentation Date, each Investor shall have the right co have (i) Ewg of
its dipectar dssignees on the Executive Qeomuircee 50 long as such Investor
bencficially owns shares of Company common stock representing 15% or more
o¥ the sucstanding shares o Company coxmon stock or (ik) one of its
dizertor designees on the Srecutive Committes #5 lang as such Inveshor awns
snares of Company commen sbock repressnting ac least 10% of the sutstanding
shares of Conpany ceomngn Sfock bur less than 15% of the sukstanding shares
of Campany comman stock. The Scoekholders hgresmens contemplates that the
initial Evecutive Committes will consist of the Chief Executive Officer of

che Company, threg designess of the FL Investors and one Telmex Independent
Cesignas,

The Scackholders Agreanent and Rmendad and Restated Cercificete
of Incerparation peevide that the Compny shall noc, without the approval
of {x) prioc to the Board Pepresentation Date, atr least thoee-fifths of the
membars of the Execurive fonmictes, ©F [y} at and afcer khe Board
Reprasentation Date, a% least two-chirds of the members of the EMezucive
Committee: (i) adept a new business plan, materially modify the business




plas or take any arrion chat would consticvie a peoerial deviarian from the
pusineas plan: (ii) approve ar recormand @ nArger {othar than a merger of a
wholly-awned subsidiary of the Compify with and iase the Companyl,
esnsolidation, reorganization o recapjralization of the Company @z any
gale af 2ll ar a subscancizl portion of ths aysabs of the Company and its
subzidlaries, caken as = whole (2 maday Eveat"); {iii) acguire, by
purchase, merger &r otherwise, in one toansaction or  series of related
rransactisns, any equlby &F gther gwnazshio interest in, of assecs af, any
persen in exghange fnr consideratisn with a fair markec valua greakezr tham
5100 milliens (iv) with certain limited exceptians, authorize for issuande
sr issue ANy equity fecurified or equity derivative securities in one
rransection or a series of related trapgactions wizh a falr market walu=z ar
the Limeé of issdance in EXCess of 5100 million; [v! purchase, redesnm,
prepay, acguire or retire for value any sheres si its capital stock or
secusities exercisgble for gr convertible ineo sharves of 1bs @apical skeck
other than as reguized undex the berms of such capital atock or secupities;

tvi] declare, incur any liability %o deslare, or pay any dividends, or make '

any dizeributions in respect of, any sharas of its capital skegk asther than
as required under the terms af such capital stock: (vii) zedeed, reclse,
defease, affsr tq‘pu:chuse'r::r»chang&myz.aterial tars, conditlon og
cotenant in respect of gutstanding loag-temm indsrtpdneys other Than as
required under the terms af such indebtedress; {viii) with cervain limited
exceptions, ingur indeb-edness in one transsction or x weries of ralated
rransaccians in secess of 5100 millisn in aggregate principil amounk’; (i)
paks any material change in irs aecsunting prinsiples or practices jother
than as required by GAAP or recomnended by the Company's outxide auditocs),
or resave the Company's oubside auditacs or appoint new andicozs; or Ix)
appoint, or uerminste or wodify che Lerms of the employment of, any merbar
af tha Company's Senisr managemsdl as described in the Stockholders
agrespgnt, and any of their suszessors or replacenents, and any other
perssms of a similar level of autherity Asgd responsibility in the
agganizatisnal structkie whe ace appoiated afzer the date af che
stockholders Agreemant.

Korwithstanding whe foregaing, the Stockheldsrs Agresmant and
fronded and Restated Cernlficace pf Ingorporaties ferther provide chat it
asy of sueh Eignificant corperate aotions ere proposed but mot approved by
cnz Executive Cammittes by che réguisice chree-fifths pajority tor, ac ansd
aftez the Board Represencation Date. Ehe requisite rwo~ehirds majority) &f
the Txesucive Comalbbes, then the Investor desigases an the Exacubjwve
Ccommitres shall atcempt in good faith co tesolve any objections any such
Investor designes may have Lo the propesal and, if the Investor designaes
on Che Execusrive Commickes az¢ unahle Lo resolve in gosd faith the
disagresment within 30 days after ghe Ewecutive Goomictes meecing at uhich
the matCer was nobt approved, any menber of the Exezutive Cemmittee shall be
eptitled to preseat such issue to the boaxd of directors where the issue
may ba adopred or rejecged By a majecity vore of the koard of direcrars.

veto Righcs. The Steskholders hyzeemen: and Amendsrd and Reskated
¢erelificare of Ingorporatisn also provide Lhat 56 long 23 (i) an Investox
puax shares of Class A Commen Stack reépeessncing at least 20% of the
cucstanding Company commdh stack and (ii) a9 Hajsy Event nor any
acquisition by any "paraon” or any “group” of parasns {as such EBEMS are
ussd For purposes of Rules 13d-1 and 13d-5 wader the Securities Exchange
Aes of 1934} of more chan 505 of the tatal nuxbez of pukstanding shaces of
Company serman stock shall have goocuresH, the approval of at least one
director designee of such Investor shall be requized bafure the Company may
vake any of the following astions: (1) azeng, alter pr repeal ies
sertificate of incosporatien or bylaws, oz any pert thereof, o amend,
alter or repEal any coastitusnt insfrumeats of aay the Company subsidiacy,
or any part thereokl; fii} enter iaEs any transgetion with any affiliace
{othet than @ wholly owned subsidiary of the Company]. offleer, direstor ot
stockholder of the Company, except fer cohpensation and berefits paid te
directars and officers in the ozdinacy course of pukiness and ether rthan
rhose eatered into concurrently with oz prior Lo the Closing: {iid) Eile
gny voluntary petition for bankruprcy or for receivership iineluding &
voluntary petition for the liguidacien, disgsolutien pr winding up of the
Company er any of its subfidiariss cther than a liguldation of 2 syhsidiary
in whish all the assets of the liguidating subsidiacy are disktribhuted ta
the Company ot another subsidiacy of the Companyl or make any assignment
for rhe benefit of creditors; (ivy adopt any stockholder rights plan or
other anti=-takesver provigions in any document pr imsteument: or (v} iaaue
or sgree To lssue amy Company preferved sTask-

vebking Rights. In addition t3 the gorporace governahce rights of
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the In.eators Arising ouf of theip parrizipacien on Tha board ef directors
af che Company &% on the Exescutivs Coimitces described above, che Rmanded
and Bestarsd Cerrlficete of Incorporacion alss purovides thatr ehe Invastors
=hall have certain addirionz) gavernapce righes through their pwnersship ol
Clazc ¢ Commoa Srock and ¢lass O Common Stock.

Fursuant to the Ansndad aad Rescared Cerkificate of
Incorporation, &t any time af which these remain outsiznding any shayrss af
Class C Common Steck er Class D Cormon Stogk, the affirmative wvote of the
holders nf a majsrity of the sucstanding sheres of Cleas C Copmon Stock,
voring as a separate class, and the pffirmative vote of the holdszs of &
majority of the outsctanding s1ares of Cieas D Comaen Stack, voting as 2
sepazebe class, shall be raguired bafore Che Company may consummate a Majox
Event. In addibion, if, AT any time prier to the Boavd Heprasentation Date
rhere are any esutstanding shsras of Class © Commwon Stock, the affismative
vota of the naldsrs of 2 majepity of the cutstanding shaves of Class C
Commer Stock, wamlng as a separate class, shall Be requized before tha
Company Wmay (i) Beguire, by purchase, wmezger v stherwise, in oone
pransackion o a series of relaced wrensactlens, any eguity or sthax
pwnership inkazest in, or asfeda of, any person in exchange for
momgjderation with a faiy masket value greatér €han 20% of the Company’s
copsolidated neg astece determined in accordanse with GAA®r {ii] wikh
certain limbbed exceptions, ausherize for lssuance or lssue any equity
gecprities ar equicy derivesivs securities in ene transachion or a series
p* wvelatad Erznsaseisns with & fajrv marke: walve at the cime of iszsuance in
excass of 5100 million: (iii) with seprain limited exceptions, ingon:z
indekcednests in one crapsactiea or a series of related transaseiens in
gxgess of 5100 millisn in aggregate principal amounty {lv) amend the
Conzany's cereificate of incorporavien or bylaws: or (iv) issue or agree zo
izsue any Cempany prefezred ETogi.

Srandarill Provisiors, The Stockholdéers Asresment provides than,
excep: for certain limited exzcepktigns, each Investor agrees thac, so long
as che orher Investor benafisially owns shares of Coopany commen skeogk
repzeienting 20% or moze @f the oubsteniing shares of Lhe Company coxmen
srack, it shall not, asd will cause each of iks affiliates mot co. either
alone or ag part of a “group” {as such Tarm is uvsed in Bmccion L3d=5 nf tha
Securities Exchangs hor of 18341, and such Investor will nat, and will
chugs each of its affllisces nof co, adyise, asgistl fr encourage others s,
direcrly or indiresely, withouz cha prio= written consent of thé ocher
Investor: {i) acqguire, or offe- or Ayved Lo acguire, o become the
Bensficial ewner of or sgbiali righos in respect of any shares of Campany
comman Stogck, oiher eguilty dscuTitles 2f the Company of okher sscurities
moavsrtible ®r exchangesbls into egquity secuckicles of the Company; (A1)
solicit proxies or consents &2 beosgms 2 "pacticipant™ in 4 "sslicitation”
{a% such terms are defined or used in Pagulation 143 under the Sscurities
Exchangas Act of 1934) of proxies or donsents with respsct to any voring
securities oF the Company or initiate of become a participant in any
steckhalder propesal or "elestion contest" with respact Fe Che Company or
indvcs orhers o initlaze ths same, or ocheorwise seer to advise pr
influsnes any pazson with raspect we the vating of any voting securivies of
tha Cempanay in connaccion wizh the slection of directors or with raspest te
an exmendment co the Comoany's certificace of incorporatison &t Bylaws ehat
would increage or decrease the nusber of directors sn the boaszd of
directozs: t(iil) form, encouragye op participate in 2 "person” within the
meaaing of Sescien 13¢d](3) of tha Securities Exchangs Acr of 1534 for the
purpose of kaking any accions described in this parageaphs (iv) initizce
any stockholder proposals for supmission co 2 vobe of stogckholders, wirh
respect to the Company: or (v) cffexz, sesk, or propés: Eo gatsr fnrs any
mErger, acquisition, tender offer, sals Lramsaciion invalving 2 substantizl

portion af the Company's assetls or other business combination invplving the
Camsany.

TeamsEer Restriceieas. In addition te the foregoing provisions,
tha Sroskhelders Aqreement confalns certain rcescrictlons on the sale of
tzensfer, py rthe Invescers and thelr permitued transfezess, of Campany
common stock. Generally, exsept for cecztain limited exceprions ok with ths
prior weicten approval ¢f tha other Investnr, no Investor may, prier to the
fourth anniversary of the Clasing, direckly ar indirsestly, sell, assign,
transfer or otherwiss dispose of, by merger, consollidacion of gLhecwise
{including by opezatlen of liwi, or pledge of otherwise encumber, any the
Company Sasmen stock asguired by sueh Invester pursuant ©o the Stock
Puzrchase Aagreemsnt and any sscurzities izsued or issuable with respect to
such sharezs of commpn stock By way of & stock split, scock dividend ex
zrack combination, or any shares 9f comoon stock issued in conmection with
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a reczsizzlizacion, REI§IS: cenzelidarisn az @chér resrganizatlon.

preampoive Righzg, The Stackheldaxs hgreseent provides thas,
except 29T serkain excludsd isguances, che Company snall not isaue, or
agzee o issue: (1) any equiky securities of the Canpaay o SR¥ of irs
subsidiazie; (ii] aay optiems, warzanks bz other rights to subscribe for,
purchaxs o prherwise asguize any equilty securicies of the Company ez any
af irts subsidiapies; or {iil) any gtheyr securitigs of the Company eox any of
its scosidiaries that are convartible inte er sxchangeable Lot any egquity
secarizies of the Company or any of its suBsidiarigs unless, in each case,
the Company shall hawve fizst pffered bo each Invesipr the opgortunity Eo
puzehzss its pro TALa pescencage of any such issuance. The pymber of
gecuritles [or principal amount of dabt securitiax) to be offered To each
jnyes=az in connectieon with Fas exercise of ics preemptive rights shall be
AR amsuot sgual to the product of [i] tne totel pu-ber of securikies (oF
foral poin-ipal amount o= dedt sezurities) to be issusd in che izsuance
miltinlizd by (1) & frzseion in which the nuserator is khe number of
shares of Company common steck beneficially pwiaed by such Investar gpd the
denenizaror lg Che AggregAte nuzber of shares of Company COImOn shock
menarizially awned by all Investors exercising presmprive righks, in each
case t—sadiarely prior to such issuance. §a lang as theze remain
autstazding any shares of Class C Compen Stock, and subjest to cexladn
limitaziong, Telmex shall have the pight to pu-chase fhares of Glass L=
Cormo= Swock in the exercize of it8 preemptive Tights and the FL IQVestoTd
shall pawe the right te purchase shares bt ¢lass D Cormsn Zcock in The
axercisz nf its pre-emstive righss.

Right of Fizst Refuszl. The Srockholdars hgreement further
providss chat, fEon and afver the fourkh analwersary of rhe Closing, if the
Cammany receives a hana fide proposal [=ok &Ly LEEESn ror a Major Eveat {a
rHajor ETvent Proposal”l, rha Company shall notify the Investozs o the
Major Eveat Propesel 2nd previds them with certain infarmarison. Bromprly
upan racelpt of notice of 2 Major Event Proposal, the Iavastors ghall
engaga in goed faleh disgussicns regarding the desirability aad timing of
the pzoposed Major Event and shsll endeavor, wikhin a specified perinod of
time, 7o agres with Eespact to whather to sugsort of reject the Hajoer Event
Frepcszl, LEf the Invastess agies Lo sunpdrt or reject whe Major Event
Propasel, then the #ajss EWERC Propesal ghall be submitted to the Executive
fopmitzeg for appreval of rejeccion in accardance with the prowisions
dassclisd above. If tha Invesiozs are waable Lo agrea on whether ko suppat

Brogzsal”) and neggriass ok gtharwise engage in discussions with any parsch
wigh respeck to sush Competing Proposal.

ay cajass Ehe Major Ivast praposal, then Che Invastior which objests ta

appzsval af the Major Event propssal shall be entitled, For & specified

perizs of gime, and subject o martainm conditlons and resirigkions, o

salicit a bona-Eide prepesal for aa alrtsrnavive Major Event (2 "Compeling
a

Following chis saligicacion perigd, & mesting of the board of
dize=zo-s shall Be held ar which the board pf dirsctars skall consider both
the Compeoing Eroposal and chs Major Event Sroposal. Tre board af directols
shall 2dspt the Gompeking Propasal if rhe hpard of directors dekssminas, by
majssity vope, that the Competing Proonsal is at least as favarable to the
compeny's shockholders in all makarial vespsces, and &8 as likely or mere
likely 5o be conswrmated, as che Majne Event Prowsaal., If the baawd ot
divestors approved the Compening Praposal, such Competing praopasal shall be
pecemmandad By the board 8f directors o Ehé stockholde=s of the Company.
TIF rhe boacd of directess appIioves the Hajor Fvent Proposal, bhe Cowmpany
may s=mar into a detinicive agreement with respect to, 2nd censUCnAteE, 2

tranzaszzion subgtantizlly on CLheé Lerms sqb farch in such Majsr Evenk
Prapssal.

Ragistration Rights Rgreemenk

The 5Srcack Pucchase Agreemznt provides rhat goncurrently with the
tlosing, the Fnvestors and XO shall enter inke the Regiscrakion Rights
Agresment, the fotm of which Is accach=d nersta as Exhkibik 24. The
Registration Righrts Agzezment provides that the InveiEars and their
pemizted rransferees ghall each be gnkitled, subject te eertaln terms and
egpfitigns, to reguirs the Company teo regisier shapes of Class A Comnon
Breck asguired pursuant to the Stask Purchase Rgraement oI inro which
sha-es acquired puzsuaat to the Stock Purchase Agresnant are canvertible or
haws Beén converced, Tne Begistration Rights Agresqent contains cuscomary

twrc=e, conditisps and pights, including, withour limitarion, rights Lo
tnzigental vegigtratisn.
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- The faregoing deszripbion of the Scock Purchase Ayraament,
including all exhibits therete. is noc incended to be gomplake and is
cqualifiad in Jcs encireiy by the complete text of the Scack Purchase
Agreemsnt, including 21l exhibits Therele, whigh is incorporated herein by
refarence. The Seack Puzchass Rgresmenc is filed ag Exbibi® 22 Merers.

I%EM 7. Material to be Filed as Exhibics

Trem 7 is hereby amended as follows:

1. Srock Purehise hgresment. daved Decegber 7, 1995, among ¥9 (£/k/z
YEXTLIME)}, MB0=-VIX and Equity-vI.+

2. Regiscration Rights Agcesment, dated as of Janwary 20, 2000, amonc X0
{£/%/a NEXTLINK), MRO-VII and Equity-vI.#*

3. certificate pf Dasignatiop of the Powers, Preferences and Relative,
Participaeing, optional and Othsr Special Rights of Series @
- cumulative Converklkle Participating Preferred Stock and
Qualifications, Limitations and Reskrickions Thereaf, =

4. Certificabe of Depignakion nf rhe Powers, Preferspces and Relative,
pareisipating, Optional and Other Epecial Rights of Series D
Convertible Partisipating Preferzed Stock and Qualificakions,
Limitariens and Resteiccions Thereof.+

5. #asignmankt and Assumption Agreement, dated January 19, 2000, he:éeen
Equiky-¥I and FL Fumd.*

€. Joint Filing Agresnent.®

7. 5cock Purchase Aoressenr, deced as of June 14, 2000, among X0 (f/k/a
WEXTLIMEY . M3O-VII and Equiby=-YI.*

8. Amended and Rastated Registration Rights Agresment, daked as of July
G. 2000, bekwesn X0 (E/K7A MENTLINK) aad the FL Parknerships »

9. Certltficate of Designacvian of rha Powers, Prefarsnces znd Belativs,
parriciparing, Oprienal and Qcher Special Rlghks of the Saries o
Cunulative Convarcible Farticiparing Preferred Stock and
Duglifications, Limivarions and Rescrelekions TharaoFE,.»

1, Cerrificare of Designaktion of kthe Dowexs, Preferences anmd Relabive,
Pareimipating, Optiomal and Ocher Special Righrs of Series &
Convertible Pa-ricimating Preferred Seosk and fualificacionsg,
Limitarions aad Reskrickionz Thereof.*

11. Agreement and Waiver, dared as of June 14, 2000, among %O (£/k/2
NEXTLINK), M3IO-VII, Eguity-VI and FL Fund.*

12. Mmendment and Sceck Purchase Agreement, dared as of hpril 25, 2001, by
and bebtuwsan X0 and the FL Fartnezships.”®

13. Form of Second Kasnded and Reskaked Regiskratlsn Righes BRgrasmen

nt,
dated as of + 2001, ta be entered into by and between XJ and tha
FL Partnerships.*

14. Form of Amendwd and Restated Cerkificakte of Dasignation of the Powers,
Preferences and Relative, Participating, Optional and Orvher Spacial
RBights of the Series C Cumulative Conwverrible Pacticipating Praferred
Stock and Qualifiracions, Limirations and Restrictiona Theresf.=

15. TFarm of Amended and Resktated Certificate aof Designation of the Powers,
Preferences and Relative, Participating, Uptional and omhee Special
Righes of the Serises C Converkible Parcicipating Prefarred Sroeck and
Qualifications, Limikarions and Restricrians Thersof.*

1¢. Form of Amendsd and Restated Certificate of Designabtien oFf the Powers,
Brefersnces and Relariva, Participating, Oprional and Scher speaial
Rights of the Series G Cumulative Convertible Participacing Prefe=red
Stock and Qualifications, Limiktations and Mestrictions Thereof, "

17. Form of Amended and Rescaktad Cercificake of Dewignatisn of the Powers,




EXHIBIT 2

Ownership Diagrams of XO Pre- and Post-
Transfer of Control
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